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Portugal's Colonies in 


By his seizure of the Portuguese liner Santa 
Maria, Captain Henrique M. Galvao was 
dramatically successful in achieving one of his 
goals—that of drawing the world’s attention 
to the often forgotten, often obscured dictator- 
ship of Portugal’s Antonio de Oliveira Salazar. 
But apart from the publicity it created for the 
anti-Salazar cause, Galvao’s gesture possibly 
had other more important effects: 1. A noticea- 
ble cooling of relations between Portugal and 
two of its embarrassed NATO allies, Britain 
and the United States; 2. A clear indication 
that the new Brazilian government of Presi- 
dent Janio Quadros will not be entirely sympa- 
thetic to the Salazar regime; and 3. The possi- 
ble joining together of those who oppose 
Salazar’s policies in Portugal with those who 
oppose his policies in Africa. 

For the present, Portuguese Africa is the 
critical area. Unless the military friends of 
exiled Lieutenant General Humberto da Silva 
Delgado choose this occasion to try to depose 
Dr. Salazar, the premier appears securely in 
control of the Portuguese government. But if 
the exiled forces of Delgado and Galvao come 
to find common cause with the revolutionary 
Portuguese African groups which are exiled 
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in Leopoldville and Conakry, and if the three 
most influential friends of Portugal 

Britain and the United States—begin to ques 
tion their customary acceptance of Portugal’s 
position in Africa, the repercussions could 
prove serious. 

Portugal iS subject to growing harassment 
from a concert of African and Asian nations. 
It has been rebuked at the United Nations fo 
its conduct in Africa and has been defeated in 
its attempt to obtain a seat on the Security 
Council. It cannot afford to be isolated by any 
of its friends in the Western world or to stand 
exposed to direct attack in Africa 

The exploitation ot African IDO! has made 
difficulties for Portugal since slaving days, and 
once again it is this aspect of Portugal’s policy 
in Africa which has brought the Salazar gov 
ernment to a period of crisis. Although Portu 
gal may be generally condemned for its in 
transigent dehance of the movement toward 
independence in Africa, the contract labor 
system is the principal example used to illus 
trate Portuguese oppression. It is the issue that 
made Captain Galvao an implacable enemy of 
the Salazar regime. As a high inspector in the 


colonial service and a deputy for Angola in 


Portugal’s National Assembly, Gal- 
vao in 1949 attacked the system open- 
ly in the assembly and wrote a 
scorching report on labor conditions 
in Angola, a report which was sur- 
reptitiously printed and circulated by 
the Opposition parties. He was then 
arrested, tortured and kept in prison. 
Even before his escape his case at- 
tracted widespread attention, and he 
became the silent symbol of a more 
liberal Portuguese policy in Africa. 

Ultimately, however, Portugal’s 
current problems in Africa are more 
than political. They are also historical 
and economic. The African posses- 
sions of Portuguese Guinea, Angola, 
Mozambique, the Cape Verde Islands 
and the Atlantic islands of Sao Tomé 
and Principe are the last sizable ter- 
ritories remaining from the vast 
16th-century Portuguese empire. As 
Dr. Salazar’s spokesmen like to 
boast, these colonies make Portugal 
a major power. Their collective area 
of more than 800,000 square miles is 
as large as that of Western Europe, 
and their population of some 12.5 
million people is 3 million more than 
the population of Portugal. The Por- 
tuguese people have a long-time sen- 
timental attachment for the African 
colonies, and the present regime, like 
so many before it, has been able to 
find much popular support for its 
defiant attitude toward foreign criti- 
cism. 


Portuguese Successes 


For the first time since the heyday 
of the slave trade, Portuguese Africa, 
principally the two large colonies of 
Angola and Mozambique, are pros- 
perous, contributing as much as 25 


percent of Portugal’s national bud- 
get. The economies of these two pos- 
sessions have undergone enormous 
expansion in the last 20 years. Trade 
has increased constantly; new towns 
are being constructed and old cities 
and towns have doubled in size; har- 
bors are being built; roads, dams, 
rail lines, hydroelectric projects and 
colonization schemes, all reveal the 
advance of a new order. Portuguese 
immigration into Africa is another 
success story (in 20 years the white 
population of Angola and Mozam- 
bique has risen from about 70,000 in 
1940 to about 270,000 in 1960), and 
Angola and Mozambique, at least, 
are on their way to becoming white 
men’s colonies. 

The Portuguese government claims 
that the African territories are over- 
seas provinces, legitimate extensions 
of metropolitan Portugal. (Govern- 
ment spokesmen claimed, with equal 
vehemence, in the 1930’s that they 
were colonies.) 

There are some legislative reasons 
for considering the Cape Verde Is- 
lands and Sao Tomé and Principe 
as Portuguese provinces, but to call 
Portuguese Guinea, Angola and Mo- 
zambique anything but colonies is 
unrealistic. In these three areas more 
than 11.5 million Africans are gov- 
erned as wards of the state under an 
anachronistic régime do indigenato 
(regime of the indigenous). They 
are regarded as children, not citizens, 
by the harshly paternalistic Portu- 
guese government. Colonial authori- 
ties speak of Portugal’s civilizing 
mission, but the realities of life for 
the Africans in the colonies are grim. 
They are subject to an abusive con- 


tract labor system which demands 
that the African male work for the 
government six months each: year. 
The standard of wages is among the 
lowest in Africa, and the cost of liv- 
ing among the highest. African chil- 
dren are denied adequate educational 
opportunities. Social services for Af- 
ricans are either minimal or nonex- 
istent. And, perhaps, most important 
of all, Africans have become the ob- 
ject of a growing racial prejudice 
created by the rapid influx of white 
settlers. 


Lisbon Firm 


Dr. Salazar has said that Portugal 
will stand firm in Africa. The goal 
of Portugal remains the total assimi- 
lation of the African population into 
a multiracial society dedicated to the 
values traditionally claimed by the 
Portuguese to be their own—faith, 
toil, family and poverty. To see that 
the goal is attained without serious 
incident, the regime has dispatched 
additional troops and armor to the 
colonies. Disaffection, real or imag- 
ined, is met with prison terms, beat- 
ings and exile. Alliances with the rac- 
ist-minded governments of South- 
ern Rhodesia and the Union of 
South Africa have been strength- 
ened. The government has tried to 
convince its allies, particularly the 
United States, that Portugal is the 
last bulwark in Africa against com- 
munism (Foreign Minister Marcelo 
Mathias remarked, “Either we are al- 
lies against communism and you 
stand by us in Africa or we must re- 
examine the whole basis of NATO”). 
It is clear that Portugal does not now 

(Continued on page 96) 


Published twice a month by the FOREIGN POLICY ASSOCIATION - WORLD AFFAIRS CENTER, 345 East 46th Street. New York 17, N.Y., u.s.a. 
EDITORIAL COMMITTEE: JouN s. BADEAU © BENJAMIN J. BUTTENWEISER * JANE PERRY CLARK CAREY ® WALDO CHAMBERLIN * 
RICHARD N. GARDNER ® WILLIAM P. GRAY ® AUGUST HECKSCHER ® DEXTER PERKINS ® JOHN RICHARDSON, JR. © STEPHEN H. STACKPOLE * 
President, JOHN W. NASON ® Editor, VERA MICHELES DEAN * Washington Contributor, NEAL STANFORD ® Assistant Editor, GWEN CROWE. 
© The Foreign Policy Association -World Affairs Center contributes to the public understanding by presenting a cross-section of views 
on world affairs. The FPA-WAC as an organization takes no position on international issues. Any opinions expressed in its publi- 
cations are those of the authors. © Subscription Rates: $5.00 a year; single copies 25 cents. RE-ENTERED AS SECOND-CLASS MATTER 
SEPTEMBER 26, 1951 AT THE POST OFFICE AT NEW YORK, N.Y., UNDER THE ACT OF MARCH 3, 1879. Please allow one month for change of 
address. Contents of this BuLLerin may be reproduced with credit to the Foreign Policy Association - World Affairs Center. 


<p 347 


Foreign Policy Bulletin «¢ 


Produced under union conditions and composed, printed and bound by union labor. 


March |}, 196! 


WASHINGTON NEWSLETTER 


Kennedy Policy on Red China 


The hearings held by the Senate 
Foreign Relations Committee in early 
January on the confirmation of Dean 
Rusk as Secretary of State, Chester 
Bowles as Under Secretary of State, 
and Adlai E. Stevenson as United 
States ambassador to the United Na- 
tions gave the impression that the 
Kennedy Administration’s policy on 
Communist China would not be dif- 
ferent from that of the Eisenhower 
Administration. 

Crowds thronged the committee 
room expecting to see Senators 
Bridges, Hickenlooper, Aiken and 
Capehart tear the Kennedy appoint- 
ees apart over China policy. Had not 
Rusk, they asked, a year or so ago 
written that Peiping’s control of the 
mainland was “a fact we could not 
ignore?” And had not Bowles talked 
about the “reality of two Chinas?” 
And had not Stevenson advocated 
the admission of Peiping to the UN? 
All this sounded very much like ad- 
vocating recognition of Peiping, ad- 
mitting it to the UN and making a 
deal with Communist China over 
Formosa. Fireworks at the hearings 
seemed practically guaranteed. 

But then nothing happened. Mr. 
Rusk disarmed the Senators by de- 
claring there was no chance of nor- 
mal relations with Communist China 
The 


Communists, he pointed out, insist 


under present circumstances. 
we give up our ties with the Nation- 
alist government on Formosa, and 
we have no intention of doing that. 
When Mr. Bowles took the stand he 
said recognition of Peiping was out 
of the question. He also assured the 
Senators that any two-China policy 
was doomed to failure, as neither 
China would accept it. Next, Mr. 
Stevenson flatly denied ever advocat- 


ing the admission of Peiping to the 
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UN, explaining that all he had ever 
done—and would do again (and this 
Unit 


ed States had to face up to the possi 


he did )—was to warn that the 
bility that Peiping might be voted 
into the UN. As he proceeded, he 
went so far as to describe Peiping’s 
admission to the UN as a “proba 
bility.” 

What now is the outlook for ou: 
China policy? Here is one Washing 
ton correspondent’s view as to what 
happened and what the Kennedy 
Administration’s policy on Commu 
nist China may actually be. From 
what Rusk, Bowles 


Stevenson said, the following points 


Messrs. and 
emerge: 

On recognition: Recognition of 
Peiping by the United States is out 
of the question. There is not to be 
even speculation about recognition. 

On UN membership: Peiping’s ad 
mission to the UN is not only possi 
ble, but probable—but, in the opin 
ion of Administration spokesmen 
this should not arouse an excited re- 
action here and, particularly, the 
United States should not leave the 
UN in pique or passion over Pei- 
ping’s presence in the world organi 
zation. 

On Formosa: The United States is 
committed to defend Formosa—and 
continues to be committed—what 
ever the risk and whatever the cost. 

On the offshore islands: These 
are indefensible in themselves (even 
as former Secretary of State Chris- 
tian A. Herter said), but it is up to 
the President to decide if their de 
fense is vital to that of Formosa. To 
go beyond this position is both dan- 
gerous and at present unnecessary. 

On two Chinas: Actually we have 
a twoChina situation today, but 
since the prospect of two Chinas is 


anathema to both Peiping and For 
mosa, it is pointless, and could be ex 
plosive, to even talk about it. 

On disarmament talks: According 
to experts here, Peiping should be in 
on any serious discussion of disarma 


ment. It is impossible, so the argu 


] 
large 


ment goes, to exclude such a g 
area of the world’s land mass from 
and effective disarma 


any realistic 


ment plan or nuclear test ban and 
then think that anything worthwhile 
could be achieved. The question is, 
How does one get the Chinese Com 
munists to attend a disarmament con 
ference when their price includes our 
China 


Ste 


abandonment of Nationalist 


and Formosa? As Ambassador 
venson suggested, it would be “high 
ly optimistic” to expect any signifi 
cant change in Peiping’s attitude and 


behavior toward the United States 


unless we agree to the surrender of 


Formosa and the abandonment of 
Chiang Kai-shek. And these are mat 
Washin 
nonnegotiable. 


Kennedy, in 


press conference on January 25, hint 


ters which on considers 


President his first 


ed he would not be unwilling to con 
sider shipping some of our food sur 
pluses to meet Communist China’s 
growing famine. But first, he pointed 
out, it is hard to square Peiping’s 
food shortage with the fact that it is 
shipping food abroad; second, there 
is no sign that Peiping would wel 
come United States food, however 


serious the famine; and, third, he is 


not going to use food for propagan 
da. Peiping’s hostility toward the 
United States has been too obvious to 
suggest any normal relations between 
this country and Communist China 


in the foreseeable future whatever 


Washington might do. 


Neat STANFORD 


FOREIGN POLICY SPOTLIGHT 


| Food: No. 1 Communist Problem 


Ata time when the American public 
is weighing some of the difficulties of 
our vast and complex economy, and 
is being spurred on to expand this 
country’s economic growth, the U.S.- 
S.R. and Communist China have 
both publicly admitted that they face 
grave problems in trying to increase 
food production. 

Both countries have sought, at one 
and the same time, to expand their 
agriculture and to create modern in- 
dustries, and to accomplish these two 
tasks, carried out by Western nations 
centuries, 
within the span of a few decades. 
Each has made significant strides in 
industrialization — the U.S.S.R., 
which had a head start, as well as a 


gradually over several 


much smaller population, more effec- 
tively than China. Both, however, 
conceded in January that, in varying 
degree, they are unable to meet the 
food needs of their populations. 

In Moscow the Central Committee 
of the Communist party, after a 
week-long discussion on agriculture, 
stated on January 19 that Soviet agri- 
culture has not met the estimated 
rates of increase in food production. 
The committee approved the de- 
mand made by Premier Nikita S. 
Khrushchev that the people must be 
better fed. It declared that advances 
in agriculture are as important for 
the cause of communism as the coun- 
try’s advances in heavy industry. 


Shortconiigs—and Changes 


The year 1960 was the second in 
a row in which poor weather condi- 
tions hampered agriculture. The out- 
put of grain, meat and milk fell 
short of the goals set in the Seven- 
Year Plan launched at the beginning 
of 1959, and the hope, proclaimed by 
Mr. Khrushchev in 1957, that the 


92 


U.S.S.R. would surpass the United 
States by 1961 in per capita produc- 
tion of food has been abandoned. 
Since 1957 Soviet meat production 
had increased, but only by about 20 
percent in 1960, and per capita pro- 
duction and consumption were still 
less than half of those of the United 
States. 

At the Central Committee meeting 
Mr. Khrushchev vigorously berated 
farm aides and ordered that Commu- 
nist party leaders who were found 
guilty of cheating the state on agri- 
cultural production quotas and of 
juggling figures should not only be 
ousted from the party and their jobs, 
but should also be brought to trial on 
criminal charges. 

As reported by Osgood Caruthers 
of The New York Times, Mr. Khru- 
shchev declared that the present pro- 
curement system for agricuitural 
products is “very imperfect” and 
should be reorganized. He proposed 
that henceforth state and collective 
farms sell products they grow in ex- 
cess of those demanded for delivery 
to the state through a newly or- 
ganized cooperative system rather 
than under the present haphazard 
direct sales to city markets. 

He also called for the establish- 
ment of an all-Union agency, with 
subordinate agencies in the 16 repub- 
lics of the U.S.S.R., the various dis- 
tricts and down to the farm re- 
gions, which would serve as middle- 
man between factories and farmers. 
“Through this agency state and col- 
lective farms would be able to place 
their orders by regular commercial 
contract for badly needed tractors, 
trucks, farm machinery, fertilizer 
and spare parts,” Mr. Caruthers re- 
ported. The agency would establish 
commercial trade offices in farm dis- 


tricts and would supervise existing 
tractor repair stations through which 
state and collective farms 
maintain their machinery. In Janu- 
ary new 


would 


incentives were 
also given to the farmer. Prices 
charged collective farms for farm 


financial 


machinery, spare parts and gasoline 
were reduced. Easier credit terms 
were set up for the farms, and their 
deadline for payment of old debts to 
the state has been extended. It is 
hoped that these measures will re- 
duce the costs of collective farms and 
raise their profits—and thus the pay- 
ments they make to their members. 

The objective of the proposed new 
system, according to government 
spokesmen, would be not merely to 
register statistics of growth, but to 
meet rising consumer demands. Us- 
ing one of the proverbs for which he 
is famous, Mr. Khrushchev said: 
“You cannot make dlinchiki {Rus- 
sian pancakes] out of statistics.” 


China in Trouble 


The U.S.S.R., having started its 
planned industrialization in 1927, 
overcame World War II destruction 
and forged steadily ahead with heavy 
industries. Its agricultural problem 
today is not how to supply the popu- 
lation with a minimum diet, but how 
to meet rising expectations for better 
living standards. By contrast China, 
which by 1949 when the Commu- 
nists seized power was still in the 
early stages of industrialization, is 
confronted with the dual task of 
creating industries and at the same 
time providing bare subsistence ra- 
tions for a rapidly growing popula- 
tion now estimated at nearing 700 
million and expected to reach a bil- 
lion by the year 2,000. 


(Continued on page 96) 
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FOREIGN POLICY REPORT 
by Tad Szulc 


Mr. Szulc, former United Press correspondent at 
United Nations, has been chief South 


the 
American corre- 


Brazil in 


Transition 


Series No. 


Rio pe JANErRO—On January 31, at 
the half-ready new federal capital of 
Brasilia, Janic da Silva Quadros was 
sworn in as Brazil’s president for a 
five-year term which both promises 
and threatens to become one of the 
most crucial periods of transition in 
this country’s modern history. 

The promise lies in Senhor Qua- 
dros’ claim that he can lead Brazil 
out of the inflation-charged chaos 
and unrest resulting from the spec- 
tacular, but wildly uneven, economic 
development of the last five years, 
during: which Dr. Juscelino Kubit- 
schek was president, and switch the 
economy to a more orderly rhythm 
of progress—thereby achieving the 
measure of social peace required to 
check suggestions for radical solu- 
tions which are beginning to be dis- 
cussed here. The threat lies in the 
danger that the new president, faced 
by a nightmarish fiscal situation, a 
rampaging inflation and deepseated 
faults in the nation’s economic struc 
ture, will not succeed in his self-ap- 
pointed task of putting the national 
house in order, simply because this 
may be already too tall an order for 
one man or even one administration. 

The alternative to even partial suc- 
cess would be a quickening deteriora- 
tion of the social order, already 
strained by inflation-bred labor, prob- 
lems; a marked rise in ultranational- 
ist pressures demanding chauvinist 
economic and political policies both 
in domestic and foreign affairs; and 
a dangerous tendency to oversimplify 
the structural distortions of Brazil 
through insistence on sweeping but 
not adequately prepared reforms. 

This, then, is the difficult climate 
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in which President Quadros took 
office after his landslide victory in 
the elections of October 3, 1960 
handed him an overwhelming man 
date to “straighten out” the situation 
in this largest, potentially wealthiest 
and most populous of Latin Ameri 


ca’s republics. 
New Political Situation 


President Quadros is not identified 
directly with any political party, is 
famous for his complete independ- 
ence in politics, and enjoys the repu 
tation of a man who is moderate and 
possesses effective administrative tal 
ents. He was carried to office on a 
surging wave of hope for a more 
secure future by a worried and dis 
turbed electorate, which recognized 
that Brazil has reached another ma 
jor crossroads in its history. So 
powerful was this wave of hope that 
it smashed a government political 
machine for the first time in 30 years, 
upset party lines among voters and 
within Congress, and created a total 
ly new political situation here—also 
for the first time in three decades. 

To date the achievement of inde 
pendence from Portugal in 1822, the 
1888, 


change from empire to republic in 


abolition of slavery in the 
1889 and the Getulio Vargas revolu 
tion of 1930 stand out as the princi 
pal milestones in Brazil’s history. 
But there are growing indications 
that the first years of the 1960’s may 
Whereas 


two dates marked funda 


prove another m ilestone. 


the first 
mental modifications in young Bra 
zil’s political structure, the latter two 
registered profound alterations in 


the country’s economic and _ social 


140, 


spondent of The New York Times since 1956. Mr. Szulc 
is stationed in Rio de Janeiro, but has visited most other 
countries of Latin America. He is the author of Twilight 
of the Tyrants (New York, Holt, 1959) and of Headline 


“New Trends in 


Latin America.” 


order. The end of slavery brought to 
a close the feudal and colonial eco 
nemic cycle which had begun here 
with the Portuguese conquest of the 

| 


16th century. The Vargas revolution 


signs of social con 


brought the first 
sciousness, in a belated sequel to the 
abolition of a slave-based society. 
Social legislation was enacted, and 
the state began to participate actively 
in the nation’s economy. World War 
II interrupted the development of 
both economic and social processes, 
and it was not until the election of 


Kubitschek in 


actively 


President 


1955 that 


Juscelino 
srazil embarked 
on the task of national moderniza 


tion, 


Kubitschek's Dynamic Program 
of Dr. Kubit- 


schek’s rule, proclaimed officially as 


In the five years 
designed to bring “Fifty Years of 
Progress in Five Years,” Brazil did 
indeed experience extraordinary 
growth, both human and material, 
but in a fashion so hectic and disor 
derly as to create two new problems 
for each one that was solved. Through 
his own dynamism, and by stimulat 
ing the inherent dynamism of his 
nation, President Kubitschek awoke 
Brazil to its possibilities and accom 
plishments. At the same time, how 
ever, old problems were aggravated 
and new ones emerged. 

In four years of a breath-taking 
crash program to build the new capi 
at a cost estimated at 


$500 


probably considerably 


tal in Brasilia 


no less than million and 


more the 


strained financial resources of the 


country have groaned under this 


awesome effort. Thousands of miles 


of new highways, connecting Brazil’s 
north, south, east and west, have 
been built since 1955, and these high- 
ways have brought new life to the 
forgotten hinterland. Vast power and 
irrigation projects to serve rapidly 
rising industries are approaching 
completion in the industrial center of 
the Sao Paulo and Minas Gerais 
states. 

Foreign investments, stimulated by 
the Kubitschek policies of attracting 
capital, have poured into Brazil to 
establish every conceivable form of 
industrial enterprise. The great 
cities have grown bigger, if not 
greater. Sao Paulo has developed in 
four years an automotive output 
which ranks Brazil as Latin Ameri- 
ca’s largest and the world’s ninth 
largest producer in this field. A ship- 
building industry has been launched. 

This tremendous emphasis on in- 
dustry, however, has also deepened 
the old distortions in the economy 
which now create a threat to the 
whole top-heavy national structure. 
Agriculture has been sadly neglected, 
both in terms of encouraging pro- 
duction and distributing the produce 
of the land. The country is still un- 
able to grow enough wheat even to 
begin to meet its needs, although 
soil and climate conditions in the 
south are favorable to wheat produc- 
tion. Periodic shortages of basic 
staples, such as beans, develop fre- 
quently. Little has been done to 
modernize agriculture and back it up 
with an efficient, nationwide system 
of storage and distribution. As a re- 
sult, food prices are the major com- 
ponent in the frightening picture of 
inflation, which in 1960 raised the 
cost of living in Brazil by over 40 
percent. Widespread speculation in 
agricultural products further worsens 
inflationary pressures. 

While agriculture as a whole has 
thus been neglected, coffee continues 
in an overprivileged position, earn- 
ing 60 percent of the country’s in- 


come, but also creating one of its 
most shocking problems. For the re- 
lated evils of overproduction and 
overgenerous government support 
have turned coffee into something of 
an economic Frankenstein. Coffee is 
one of the key problems that Presi- 
dent Quadros must try to solve if he 
is to restore a semblance of solvency 
to the nation’s finances. 


Coffee—A Frankenstein 


Because no modern government 
in Brazil has ever had the political 
courage to withdraw price supports 
for the powerful and _ influential 
group of coffee-growers, Brazil plants 
and produces considerably more cof- 
fee than it can reasonably expect the 
world market to absorb. And in the 
years of the politically shaky Kubit- 
schek administration, the coffee 
“Dance of the Millions” reached 
staggering proportions. Assured that 
the government will purchase the 
nonexportable coffee at the end of 
each crop year in June, no matter 
what the volume of the surplus 
stocks, growers go on planting in the 
happy knowledge that their product 
will find a market—even though an 
artificial one—at fairly high prices. 

At the present time the govern- 
ment owns 50 million bags of coffee, 
or two-and-a-half times what Brazil 
succeeded in exporting in the very 
favorable 1959-60 crop year. The 
1960 crop was luckily down to only 
22.5 million bags, but it has already 
cost the government about $125 mil- 
lion (at the free rate) in the first 
nine months to purchase the excess 
stocks. In 1959 the bill was $250 mil- 
lion. And the 1961-62 crop may be 
as high as 40 million bags, promising 
immense government outlays unless 
President Quadros takes the political- 
ly explosive decision to eliminate or 
drastically cut coffee subsidies. To 
make matters worse, the world con- 
sumption of coffee is declining, and 
late in 1960 the world producers par- 


ticipating in the International Coffee 
Agreement decided to cut export 
quotas by ten percent for the period 
between October 1960 and March 


1961, in order to protect the price of 


coffee. 

There is a direct relationship be- 
tween coffee policies and the outcry 
for land reform that is rising in 
Brazil. Thus a decision to cut or 
curtail government subsidies must 
result in limitation of coffee acreage. 
This, in turn, may bring about some 
plan to diversify land use in order 
to maintain what already is inade- 
quate rural employment. Mass mi- 
gration from the countryside to the 
cities, a widespread Latin American 
phenomenon, is one of the great 
social problems of Brazil. 


Demand for Land Reform 


The demand for land reform is 
particularly loud in the coffee lands 
of the states of Sao Paulo and Pa- 
rand, but even more so, with unmis- 
takable revolutionary overtones, in 
the depressed, forgotten Northeast 
of Brazil. There, about 20 million 
Brazilians, plagued by droughts, dis- 
ease, unemployment and a feudal 
economy, eke out a subsistence liv- 
ing, with the average per capita in- 
come between $50 and $100. 

The Northeast has been a poignant 
Brazilian problem for the last cen- 
tury, but it is only now that new 
political pressures—resulting in part 
from the example of the Castro revo- 
lution in Cuba—are making them 
selves seriously felt. A  Marxist- 
directed Peasant League, which 
clamors for revolutionary solutions, 
is gaining strength in the miserable 
nine states of the Northeast. And it 
has been finally recognized that as- 
sistance to this region, which will 
require reorganization of the entire 
economic and social structure of the 
Northeast, will be President Qua- 
dros’ most urgent and pressing task. 
Failure to launch rapidly a Northeast 
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program may have unforeseeable po- 
litical consequences for the rest of 
Brazil. 


Galloping Inflation 


But, like all the country’s vast and 
urgent needs, aid to the Northeast 
will demand massive financial out- 
lays at a time when Brazil is virtually 
broke. Projects such as Brasilia, the 
coffee subsidy program, Federal rail- 
roads and shipping lines chronically 
in deficit, the overinflated rolls of 
government employees, and generous 
spending on industrial development 
schemes have caused huge budget 
deficits. These deficits have sent the 
government to the money-printing 
press, with more inflation and thus 
still more need for money to meet 
the bills. The budget deficit in 1960 
was estimated at about $300 million, 
an all-time record. At least $275 mil- 
lion in new money had to be printed 
in 1960, and in the closing weeks of 
that year the Kubitschek government 
abandoned all caution in issuing new 
currency. 

The inflation, directly related to 
the budget deficit, forced an increase 
of 60 percent in minimum salaries in 
October 1960, and a wave of subse- 
quent industrial strikes resulted in 
across-the-board raises of between 30 
and 40 percent in industry. The 
raises were, of course, followed by 
new jumps in the cost of living. 

Internal insolvency has been ac- 
companied by a record deficit of 
about $340 million in the interna- 
tional balance of payments, and at 
1960 


pletely out of dollar reserves. A 


the end of Brazil was com- 
moratorium on the payment of cer- 
tain debts to the Export-Import Bank 
was urgently worked out with the 
United States government, saving 
Brazil about $6 million monthly, and 
at the end of the year the Kubitschek 
regime informed the foreign oil com- 
panies that it no longer had dollars 
on hand to pay for petroleum im- 
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ports, which cost about $240 million 
annually, and asked for a six-month 
moratorium on payments. 

Facing a payment of $360 million 
on long-term foreign debts in 1961, 
the Quadros government will have 
to practice both harsh austerity in 
imports and fiscal acrobatics to come 
anywhere near making ends meet. 
The balance-of-payments deficit tor 
the first six months of 1961 is already 
estimated at $210 million. 

Despite huge investments in the 
state oil monopoly, Brazil has been 
unable to find new sources of petro 
leum, and thus must remain depend 
ent on costly imports. Faced with a 
report that the country has no oil, 
except for the Bahia fields—now be 
ing rapidly depleted—nationalists in 
Congress succeeded in bringing 
about the resignation of a United 
States geologist, who had been in 
charge of the monopoly’s exploration 
program. This move, however, did 
not change the situation. 


Tough Task Ahead 


Just how President Quadros plans 
to go about solving his country’s 
many vast problems is not clear. He 


has spoken of “disinflation,” as op- 


posed to “deflation,” but has given 
no other indications of what his eco 
nomic policies will be. Shortly after 
his election he went to Europe and 
remained in hiding there for over 
two months. 

Quadros’ great margin of victory 
and his anticipated congressional 
majority will probably give him a 
“honeymoon” of several months to 
undertake a program of economic 
austerity and embark on other un- 
popular policies that may hurt both 
the big economic interests and the 
wage-earners. His basic problem will 
be to control the inflationary pattern 
of development inaugurated by Dr. 
Kubitschek, but without contracting 
the economy too much. He must 
give relief to the inflation-victimized 


population, while, at the same time, 
braking wage demands so as to keep 
inflation in check. 

But the main political problem 
will be to keep labor from becoming 
restive under austerity policies if 
Quadros does choose to adopt them. 
Yet, in the closing months of 1960, 
the labor unions have shown through 
strikes that they intend to press their 
demands for wage increases, regard 
less of the cost to the nation’s eco 
nomic structure 

There has been informed specula 
tion here that, in order to appease 
the powerful leftist elements in or 
offer 


concessions as 


ganized labor, Quadros may 
them foreign policy 
the price for temporary peace at 
home. It has been said that the estab- 
lishment of diplomatic relations with 
the U.S.S.R. and Communist China, 
as well as an “independent” policy 
toward the United States, may be 
the price that Quadros would be pre- 
pared to pay for labor support. 

If this should turn out to be true, 
and if President Quadros should 
launch a policy resembling neutral- 
ism, his next problem would be to 
reconcile such a policy with Brazil’s 
need for far-ranging financial aid 
from the United States if the country 
is to take the path to solvency and, 
at the same time, try to meet its basic 
difficulties. 


} 


Clearly, Brazil under Quadros is 


entering an era ol deep transition 


and of major changes in attitudes 


toward the United States, its own 
society and its own wide-ranging 
problems. 
READING 
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Duffy 


(Conunued from page 90) 
intend to follow the examples of 
Britain, France, and even Belgium, 
in Africa. 

But the pressures within the colo- 
nies and from abroad continue to 
mount. Isolated outbreaks, although 
not yet of dangerous proportions, oc- 
cur more frequently in the colonies. 
The recent serious rioting in Luan- 
da, Angola, in early February, per- 
haps one of the first repercussions in 
Africa of the Santa Maria incident, 
was a clear indication that the colo- 
nies are not as tranquil as the Por- 
tuguese contend. The opposition 
groups of Portuguese Africans in ex- 
ile in Leopoldville and Conakry are 
becoming With 
support from free African nations 
and other these 
revolutionary groups can eventually 


more important. 


from countries, 
pose a real threat to Portugal’s pres- 
ence in Africa. Although Delgado 
and Galvao hold views which do not 
always coincide with those of the 
African leaders, both men have pro- 
claimed their intention, once in pow- 
er, to set the Portuguese colonies on 
the road to independence. 

Dr. Duffy, who teaches at Brandeis Uni- 
versity, was a Ford Foundation Fellow in 
Africa and Portugal, 1955-56. He is the 
author of Shipwreck and Empire (1955), 
Portuguese Africa (1959); and, with Robert 
Manners, is editor of Africa Speaks (Van 
Nostrand, Spring 1961), for which Hen- 


rique Galvao contributed an article, “Portu- 
guese Africa—Today and Tomorrow.” 
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As China entered 1961 the empha- 
sis Was not on a major increase in 
industry, but on an intensive effort 
to improve agriculture. An article 
published by Jenmin Jih Pao, organ 


of the Chinese Communist party, 


said: “For a fairly long time to come 
the primary task of the whole party 
and the whole people will be agri- 
culture and grain production in a 
big way. Grain comes first. All ways 
and means must be devised to step 
up grain production.” Agriculture, 
this publication declared, must get 
priority over everything else for man- 
power, and industry must not draw 
manpower from the land, but must 
increase the rate of productivity 
through “technical revolution.” The 
admitted setbacks in agriculture have 
been blamed on trouble between the 
peasants and the “bureaucrats,” with 
the government assuming the role of 
champion of the “masses.” 

Western experts, however, as re- 
ported from Hong Kong by Tillman 
Durdin of The New York Times, 
believe that Peiping’s agricultural 
difficulties are due largely to “the 
extreme collectivization of farming 
under the commune system.” Food 
shortages have caused not only wide- 
spread hunger, but also discontent. 
To stem this discontent, Peiping has 
announced relaxation of the regi 
mented agricultural communes and 


new opportunities for the farmers te 
grow food on their own plots. These 
measures, if carried out, might make 
the communes more like Russia’s 
collective farms. 

As a result of poor harvests, Com- 
China entered the 
grain market this winter and pur- 


munist world 


chased 1.05 million tons of wheat 
840,000 
wheat from Canada and substantial 


from Australia, tons of 
quantities of rice from Burma. The 
U.S.S.R., which might have helped 
Peiping if it had garnered a good 
harvest of its own, has also had to 
make purchases of food abroad. 
China’s acute problem of rapid 
population growth is not a phenome- 
non of the modern period. It started 
in the 18th century, when the num- 
bers of the Chinese people doubled, 
“without much immediate change in 
the character of their economy, cul- 
ture and institutions,” as pointed out 
in an article on “Economic Charee 
in Early Modern China: An Ana- 
lytic Framework,” by John K. Fair- 
bank, Alexander Eckstein and L. S. 
Yang in the October 1960 issue of 
Economic Development and Cul- 
tural Change. Whether China under 
a Communist—or other regime—in 
spite of its continuing population 
growth, can now make the “take off” 
into modern technological economy, 
is one of the most crucial questions 
of our times. 
Vera MicHees DEAN 
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